
































justification must be supported by a reliable engineering evaluation
combined with the use of other technology, such as external monitoring
technology, that provides an understanding of the condition of the line pipe
equivalent to that which can be obtained from the assessment methods
allowed in paragraph (j)(5) of this section. An operator must notify OPS
270 days before the end of the five-year (or less) interval of the justification
for a longer interval, and propose an alternative interval. An operator must
send the notice to the address specified in paragraph (m) of this section.

(if) Unavailable technology. An operator may require a longer assessment
period for a segment of line pipe (for example, because sophisticated
internal inspection technology is not available). An operator must justify
the reasons why it cannot comply with the required assessment period and
must also demonstrate the actions it is taking to evaluate the integrity of the
pipeline segment in the interim. An operator must notify OPS 180 days
before the end of the five-year {or less) interval that the operator may
require a longer assessment interval, and provide an estimate of when the
assessment can be completed. An operator must send a notice to the address
specified in paragraph (m) of this section.

(5) Assessment methods. An operator must assess the integrity of the line pipe by
any of the following methods. The methods an operator selects to assess low
frequency electric resistance welded pipe or lap welded pipe susceptible to
lengitudinal seam failure must be capable of assessing seam integrity and of
detecting corrosion and deformation anomalies.

(iii) Other technology that the operator demonstrates can provide an
equivalent understanding of the condition of the line pipe. An operator
cheosing this option must notify OPS 90 days before conducting the
assessment, by sending a netice to the address or facsimile number specified
in paragraph (m) of this section.

10(a). BFPL must amend their IM program to include processes for the justification of the
reassessment interval for each assessment section. Five vears is not a default
reassessment interval. The reassessment interval must be justified.

10(b). BFPL must amend their IM program to include provisions for notifications to OPS for
1) reassessment variances and 2) the use of other technology, as needed.

11. §195.452 Pipeline integrity management in high consequence areas.
() What are the elements of an integrity management program? An integrity
management program begins with the initial framework. An operator must continually

change the program to reflect operating experience, conclusions drawn from results of the
integrity assessments, and other maintenance and surveillance data, and evaluation of
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consequences of a failure on the high consequence area. An operator must include, at
minimum, each of the following elements in its written integrity management program:

(7) Methods to measure the program's effectiveness (see paragraph (k) of this
section);

BFPL must amend their IM program to include a monitoring and evaluation process for
determining the program’s effectiveness in assessing and evaluating the integrity of each
pipeline segment and in protecting the high consequence areas.

Following is an additional matter reviewed during the inspection, which revealed an area of
concern. We hope that you will consider and address this item of concern to further improve
your present level of safety:

One ILI assessment on the Butte system had been conducted by Shell prior to BFPL
acquiring the line, but the final vendor report was not received until after the acquisition
was completed. On 52% wall thickness anomaly was identified in the final ILI report,
with a 180-day remediation period that had not yet expired at the time of this inspection,

Under 49 United States Code, §60122, you are subject to a civil penalty not to exceed
$100,000 for each violation for each day the violation persists up to a maximum of
$1,000,000 for any related series of violations. The Compliance Officer has reviewed

the circumstances and supporting documentation involved in the above probable violations,
and it is recommended that you be preliminarily assessed a civil penalty of $50,000.00 for Jtem

2(a).

Regarding ftem 3(a), we have reviewed the circumstances and supporting documents involved
in this case, and have decided not to assess you a civil penalty. We advise you, however, that
should you not correct the circumstances leading to this violation, we will take enforcement
action when and if the continued violations come to our attention.

Regarding ltems 2(b) however, pursuant to 49 United States Code §60118, the Office of
Pipeline Safety proposes to issue Belle Fourche Pipeline Company a compliance order in the
form of the Proposed Compliance Order that is attached to and made a part of this Notice of
Probable Violation.

Also attached to and made a part of this Notice of Probable Violation is an enclosed description
of the courses of action available to you in responding to this Notice. Please note that if you
elect to make a response, you must do so within thirty (30) days of receipt of this Notice, or
waive your rights under 49 CFR §190.209. No response or a response that does not contest the
allegations in the Notice authorizes the Director, OPS to find the facts to be as alleged herein
and to issue appropriate orders. The thirty (3 0) day response period may be extended for good
cause shown if the request for extension is submitted within the original thirty (30) day period.
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Regarding ltems 1(a), 1(b), Ifc). 1(d). 2(c), 2(d), 3(b), 4. $(a),. 5B}, 6. 7(a). 7(b), 7(c). 7¢d), S(a),
8(B). 8(c), 8(d), 8(e), 8(}), I(a), I(®). 9(c), 9(d), 10(a). 10¢b),_and 1] as provided in 49 CFR
§190.237, this notice serves as your notification that this office considers your procedures/plans
Inadequate. Under 49 CFR §190.237, you have a right to submit written comments or request
an informal hearing. You must submit written comments ar a request for a hearing within 30
days after receipt of this notice. After reviewing the record, the Associate Administrator for
Pipeline Safety will determine whether your plans or procedures are adequate. The criteria used
in making this determination are outlined in 49 CFR §190.237. If you do not wish to contest
this notice, please provide your revised procedures within 30 days of receipt of this notice.
When appropriate procedures have been prepared, submit them to:

Director, Western Region

Office of Pipeline Safety

Research and Special Programs Administration
12300 W. Dakota Avenue, Suite #110
Lakewood, CO 80228

If you have any questions regarding these matters, please contact me at (72Q) 963-3160. Please
refer to CPF No. 5-2004-5030 in any correspondence or communication on this matter.

Sincerely, ~

Chfis Hoidal, P,EM

Director, Western Region

Enclosures

cc: Compliance Registry (3)
DPS-28 (J. Davis)
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PROPOSED COMPLIANCE ORDER

Pursuant to 49 United States Code, §60118, the Office of Pipeline Safety proposes to issue to
Belle Fourche Pipeline Company (BFPL), a compliance order incorporating the following
requirements to assure the compliance of BFPL with the pipeline safety regulations applicable
to its operations.

BFPL must, in complying with each proposed compliance item, ensure that the required
processes and procedures have the four characteristics identified as (a) through (d) below. The
proposed items all relate to the need for BFPL to improve its Integrity Management Program
{(IM program) documentation. OPS recognizes that a number of program elements are still in
the development stage, and that documentation will continue to evolve as methods are fully
developed and defined. However, the procedures as well as the management and analytical
process guidance used to implement the program must be of sufficient detail and specificity to:

(a) Clearly articulate the necessary steps to perform each program element and
ensure repeatability,

(b)  Describe the key input information sources,

(c) Define the process output products, their documentation (including the
justification for decisions), and document retention requirements, and

(d) Specify organizational responsibilities for performing key process steps.
1. With respect to Item 2(b) of the Notice, BEPL must:

Perform a seam failure susceptibility analysis on all pipeline segments containing low
frequency electric resistance welded pipe (LFERW) and lap welded pipe to determine
which segments are susceptible to seam failure prior to selecting baseline integrity
assessment methods for applicable segments. This analysis must conclude which
assessment methods are capable of addressing their specific seam issues.

2. Within 60 days of issuance of the Final Order, Belle Fourche Pipeline Company
must complete the above items, and submit the required documentation and
procedures to the Director, Western Region, Office of Pipeline Safety, Research
and Special Programs Administration, 12300 West Dakota Ave, #110, Lakewood,
Colorado 80228,

3. BFPL must maintain documentation of the costs associated with fulfilling this
compliance order and submit the total to the Director, Western Region, Office of
Pipeline Safety.

Please refer to CPF No. 5-2004-5030 on ali correspondence.
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L _Procedures fur Responding to a Notice of Probable Violation:

The requirements of 49 C.F.R. Part 190, Subpart B govern your responseé to this Notice of
Probable Violation (“Notice”),

Within 30 days of receipt of a Notice, the respondent shall respond to the Regional Director who
issued the Notice in the following way:

(a) When the Notice contains a proposed civil penalty* --

(1) Pay the proposed civil penalty, authorizing OPS to make findings and to close the case
with prejudice to the respondent. Payment terms are outlined in Attachment A:

(2) Submit written explanations, information, or other materials regarding the merits of
the allegations and seek elimination or mitigation of the proposed civil penalty; or

(3) Request a hearing as described below to contest the allegations and proposed
assessment of a civil penalty.

* Failure of the respondent to respond within 30 days of receipt of a Notice containing a civil
penalty constitutes a waiver of the right to contest the allegations in the Notice and authorizes the
Associate Administrator for Pipeline Safety to find facts as alleged in the Notice without further
notice to the respondent and to issue a Final Order.

(b) When the Notice contains a proposed compliance order --

(1) Notify the Regional Director that you intend to take the steps in the proposed
compliance order;

(2) Submit written explanations, information, or other materials in answer to the
allegations in the Notice and object to or seek clarification of the proposed compliance
order items in whole or in part;

(3) Request a hearing as described below to contest the allegations in the Notice; or

(4) Request consideration of a consent order as described below pursuant to 49 C.F.R. §
190.219.

(c) When the Notice contains an amendment of plans or procedures --

(1) Notify the Regional Director that you intend to take the steps in the proposed
amendment of plans or procedures;
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(2) Submit written explanations, information, or other materials in answer to the
allegations in the Notice and object to or seek clarification of the proposed amendment
items in whole or in part; or

(3) Request a hearing as described below to contest the allegations in the Notice.

(d) When the Notice contains warning items -- These items may be addressed at the
operator's discretion; however, no response is required.

II. Procedure for Requesting a Hearing

A request for a hearing must be in writing and accompanied by a statement of the issues which
the respondent intends to raise at the hearing. The issues may relate to the alleged violations,
new information, or to the proposed compliance order or proposed civil penalty amount. A
respondent’s failure to specify an issue may resuit in waiver of the right to raise that issue at the
hearing. The respondent's request must also indicate whether or not respondent will be
represented by counsel at the hearing. Failure to submit a request for a hearing in writing waives
the right to a hearing. In addition, if the amount of the proposed civil penalty or the proposed
corrective action is less than $10,000, the hearing will be held by telephone, unless the
respondent submits a written request for an in-petson hearing. Complete hearing procedures can
be found at 49 C.F.R. § 190.211.

IITI. Extensions of Time
An extension of time to prepare an appropriate response to a Notice may be granted, at the
agency's discretion, following submittal of a written request to the Region Director. The request

must indicate the amount of time needed and the reasons for the extension. The request must be
submitted within 30 days of receipt of the Notice.

IV. Freedom of Information Act

Any material prepared by RSPA/OPS, including the violation report, this Notice, and any order
issued in this case, and/or any material provided to OPS, may be considered public information
and subject to disclosure under the Freedom of Information Act (F OIA). If the information you
provide is security sensitive, privileged, confidential or may cause your company competitive
disadvantages, please clearly identify the material and provide justification why the documents,
or portions of a document, should not be released under FOIA. If we receive a request for your
material, we will notify you if RSPA/OPS, affer review of the materials and your provided
justification, determines that withholding the materials does not meet any exemption provided
under the FOIA. You may appeal the agency's decision to release materials under the FOIA at
that time. Your appeal will stay the release of those materials until a final decision is made.

{5 ]
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V. Small Business Regulatorv Enforcement Fairness Act Information

The Small Business and Agricultural Regulatory Enforcement Ombudsman and 10 Regional
Faimess Boards were established to receive comments from small businesses about federal
agency enforcement actions. The Ombudsman will annually evaluate the enforcement activities
and rate each agency's responsiveness to small business. If you wish to comment on the
enforcement actions of the Research and Special Programs Administration, call 1+888-REG-
FAIR (1-888-734.3247),

ATTACHMENT A -- PAYMENT INSTRUCTIONS

Civil Penalty Payments of Less Than $10.000

Payment of a civil penalty of less than $10,000 proposed or assessed, under Subpart B of Part
190 of the Pipeline Safety Regulations can be made by certified check, money order or wire
transfer. Payment by certified check or money order should be made payable to the “Department
of Transportation” and should be sent to:

General Ledger Branch (AMZ-300)
Federal Aviation Administration
U.S. Department of Transportation
Mike Monroney Aeronautical Center
P.O. Box 25082

Oklahoma City, K 73125-4915

Wire transfer payments of less than $10,000 may be made through the Federal Reserve
Communications System (Fedwire) to the account of the U.S. Treasury. Detailed instructions are
provided below. Questions concerning wire transfer should be directed to the General Ledger
Branch at (405) 954-4719, or at the above address.

Civil Penalty Payments of $10.000 or more

Payment of a civil penalty of $10,000 or more proposed or assessed under Subpart B of Part 190
of the Pipeline Safety Regulations must be made wire transfer (49 C.F.R. § 89.21 (b)(3)) through
the Federal Reserve Communications System (Fedwire) to the account of the U.S, Treasury.
Detailed instructions are provided below. Questions concerning wire transfers should be directed
to the General Ledger Branch at (4035) 954-4719, or at the above address.

| 1. RECEIVER’S ABA NO. | 2. TYPE SUBTYPE
021030004 (provided by sending bank)
3. SENDING BANK ARB NO. 4. SENDING BANK REF NO,
(provided by sending bank) (provided by sending -bank)
5. AMOUNT 6. SENDING BANK NAME
_(provided by sending bank)
7. RECEIVER NAME: 8. PRODUCT CODE _
| TREAS NYC _(Normally CTR, or as provided by sending bank)
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| 9. BENEFICIAL (BNF)- AGENCY
LOCATION CODE-/ AC 69-00-1105
10. REASONS FOR PAYMENT

OBI = Payment for Civil Penalty/RSPA
CPF #

INSTRUCTIONS: You, as sender of the wire transfer, must provide the sending bank with the
information for Block (1), (5), (7), (9), and (10). The information provided in blocks (1), (7),
and () are constant and remain the same for all wire transfers to Research and Special
Programs Administration, Department of Transportation.

Block #1 - RECEIVER ABA NO. - “021030004”. Ensure the sending bank enters this nine
digit identification number, it represents the routing symbol for the U.S. Treasury at the Federal
Reserve Bank in New York.

Block #5 - AMOUNT - You as the sender provide the amount of the transfer. Please be sure the
transfer amount is punctuated with commas and a decimal point. EXAMPLE; $10.000.00

Block #7 - RECEIVER NAME- “TREAS NYC." Ensure the sending bank enters this
abbreviation, it must be used for all wire transfer to the Treasury Department.

Block #) - BENEFICIAL - AGENCY LOCATION CODE - “BNF=/AC-69001105” Ensures
the sending bank enters this information. This is the Agency Location Code for Research and
Special Programs Administration, Department of Transportation. '

Block #10 - REASON FOR PAYMENT - “OBI = Payment for Civil Pena.lty/RSPA CPF
number and your company’s name. Example: OBI = Payment for Civil Penalty/RSPA CPF #1-
2002-5001/ ABC Pipeline Co.

Note: - A wire transfer must comply with the format and instructions or the Department cannot

accept the wire transfer.  You, as the sender, can assist this process by notifying, at the time you
send the wire transfer to the General Accounting Division (405) 954-4719.
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AFFIDAVIT OF ROBERT STAMP

L, Robert Stamp, hereby depose and state as follows:

1. I am have been employed by Belle Fourche Pipeline Company (“BFP”) since September 1990,
Among other duties, 1 am responsible for certain aspects of Belle Fourche’s compliance with Office of
Pipeline Safety regulations.

2 I am familiar with the Notice of Probable Violation (NPV) referenced as CPF No. 5-2004-5030,
?_nd the F%nal Order regarding the same. The NPV and the Final Order were issued to BFP. I was also
involved in the OPS May 2004 inspections of certain plans that led to the issuance of the NPV,

3. At the time of the inspections, BFP had completed the requirements in 29 CFR § 195.452(a) for its
pipeline systems, as of December 1, 2003. Specifically, BFP had identified “high consequence areas” and
performed risk assessments for those segments. At the time of the inspections, BFP was integrating its
completed plan with the in-process plan of a related, but separate company named Bridger Pipeline LLC
(Bridger Pipeline), which had recently been acquired. Bridger Pipeline operates another related, but
separate company called Butte Pipeline Company (Butte Pipeline).

4. Bridger Pipeline and Butte Pipeline are separate corporate entities from BFP, and BFP does not
operate cither company.

5 BEP has pre-1970 low-frequency ERW (electric-resistance welded) pipe on a few segments of
pipeline that could affect an HCA. Pursuant to 29 CFR § 195.452(c)(1)(i)(B), such lines must be
“assessed” using one of three methods. One method allows application of the pressure test regulations a
29 CFR Subpart E. In turn, Subpart E allows an operator to reduce maximum operating pressure (MOP)
by 80% in lieu of pressure testing. BFP has elected to “assess” and mitigate the risk of seam failure on
the applicable pre-1970 ERW pipeline by reducing MOP by 80%. This was done in J anuary 2005.

6. Bridger and Butte Pipeline have made timely progress in complying with 29 CFR §

195.452(c)(1)Xi)(B).
Kologet & Sty

Robert Stamp.

Belle Fourche Pipeline Company
455 N. Poplar

P.O. Drawer 2360

Casper, WY 82602

State of Wyoming

County of Natrona." 7y, 2% 1,
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EXHIBIT C




AFFIDAVIT OF MANUEL A. L.OJO

I, Manuel A. Lojo, hereby depose and state as follows:

L. I am an attorney employed by Belle Fourche Pipeline Company (“BFP”) since July 1979.
Among other duties, I am responsible for representing BFP with respect to various legal matters
including responding to Notices of Probable Violation by regulatory agencies including the
Office of Pipeline Safety (“OPS”),

2. During the course of my employment at BFP, I have timely responded to numerous
deadlines imposed by regulatory agencies, including but not limited to deadlines for responding

to Notices of Probable Violation (“NPV™).

3. Attached as Exhibit 1 hereto is a true and correct copy of a letter I prepared and sent in
response to an OPS Notice of Probable Violation issued on September 30, 2004 (the “Response
Letter”). I prepared the Response Letter with the assistance of Robert Stamp, an engineer with
BEFP, who was the source of the factual information which I needed to respond to the NPV, My
file contains information including an email that documents work in preparing a timely response

to the NPV.

4. Because OPS has not responded to this matter for nearly two years, I do not have a
specific recollection about how I directed that this particular communication (the Response
Letter) be sent to the OPS. However, it was my customary practice then and still is today to send
any communications to regulatory agencies such as the OPS by expedited means, either by
facsimile or overnight mail. 1 believe that I transmitted the Response Letter to OPS by expedited

means on November 4, 2004, QZ/VV\” %

anugl A. Lojo, Esq.
Belle Fourche Pipeline Company

455 N. Poplar
P.O. Drawer 2360
Casper, WY 82602
State of Wyoming
: 8§
County of Natrona
Subscribed and syomm tg before me this 90 day of July, 2006. )
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BELLE FOURCHE PIPELINE COMPANY
Casper, WY 82602

Law Department Reply to writer:
John J. Blomstrom, General Counsel P.O. Drawer 2360
Manuel A. Lojo, Attorney Casper, WY 82602
W. Jackson Stewart, Attorney Phone: 307/ 266-0319

Facsimile: 307/266-0357

eMail: mlojo@truecos.com
November 4, 2004

Chris Hoidal

Director, Western Region

Office of Pipeline Safety

RSPA

12300 W. Dakota Avenue, Suite 110
Lakewood, CO 80228

Re: CPF No. 5-2004-5030

Mr. Hoidal;

This responds to the OPS Notice of Violation issued after an audit of
the Belle Fourche and Bridger Pipeline Integrity Management Plans in May
2004. Specifically, this will address the proposed civil penalty for Item 2(a):
Not completing the risk analysis process.

We disagree that BFPL did not complete its risk analysis process at the
time of the inspection. There was confusion at the time of the audit as to
exactly what plan was being reviewed. BFPL's plan was, in fact, completed
in January 2003 for an operator with less than 500 miles.

However, Bridger Pipeline was acquired in December 2003, and it was
the combined Bridger Pipeline/Belle Fourche Pipeline plan, which included
assets acquired in January 2004 along with the Belle Fourche Pipeline assets,
which was a work in progress at the time of the audit in May 2004. Both
plans were reviewed and the Inspectors present agreed that, given the short
time after a major acquisition, the combined BPL/BFPL plan was in progress.

In addition, it is unclear to us exactly on to what plan the violation is
being assessed. Item 2(a) states that BFPL “had not completed their risk
analysis”. But the BFPL plan was complete, for BFPL assets, as of January
2003 some 16 months prior to the inspection. The BFPL plan had very little




Chris Hoidal, Director
November 4, 2004
Page 2 of 2

in the way of risk analysis as stated in Item 2(a), but that was because there
were only 3 “could-affect” line segments for BFPL. The IM pian laid out a
schedule of assessment for the 3 seagments based on easily identifiable risk
characteristics in the text of the plan. A more rigorous risk analysis process
was not warranted for these 3 segments.

In light of all of the circumstances, we would request that the
proposed penalty be rescinded.

We have examined all of the other Items in the NOV and are
incorporating them into the BPL/BFPL plan.

Very truly,

Belle Fourche Pipeline Company

aniuel A. Lojb, Atto






